Introduction
In notes written in the 1940s Sraffa rejected Bortkiewicz's critique of Marx's theory of the tendency of the rate of profit to fall. First, he claimed that Marx's law was logically consistent and not flawed and that Bortkiewicz's criticism failed to grasp the essential meaning of Marx's theory, based on the determination of the maximum rate of profit in the economic system. However, Sraffa interpreted technical change that causes an increase in the organic composition of capital as a change that occurs given the technical knowledge available. The substitution of already-invented machinery for labour becomes profitable only when the wage rate increases. On the contrary, according to Sraffa, 'real' technological progress is generally neutral and does not involve an increase in the organic composition of capital. This interpretation is very interesting because it stresses the distinction between the analytical and logical aspects on the one hand, and the historical aspect of Marx's analysis on the other. Second, when writing his notes, Sraffa believed that even in the 'actual' economic system the relationship between aggregate income and aggregated capital does not change when the distribution of income varies. This assumption seems to play an important role in Sraffa's vindication of Marx's law. Thus the problem arises whether Sraffa's defence of the logical structure of Marx's law can be upheld even when this 'Hypo' regarding the ratio between aggregate income and aggregate capital is dropped.
In the following pages I will try to show that Sraffa's argument can be reformulated in terms of the Standard system and the Standard relationship between wage and profit rates. It will be shown that Sraffa himself maintained that the Standard system is a powerful tool in the interpretation of the classical and Marxian theory of value. Moreover it is possible to compare two different Standard relationships because the quantities involved are comparable. In fact, they are the actual rates of profit and the maximum rate of profit.
The section immediately following this Introduction puts forward an interpretation of Marx's law of the falling rate of profit. On the one hand, Marx maintains that if the organic composition of capital increases, the rate of profit will tend to fall. This is the purely theoretical and logical part of the law. And although according to Marx several factors can counteract the fall of the rate of profit, this is the long run tendency. On the other hand Marx studies the prevailing form of technological change in his time, that is the increasing use of machinery in industrial capitalist production. In this framework Marx's analysis is grounded on an historical basis. Several authors criticised Marx's law. Some (such as Benedetto Croce) refuted the tendency of the organic composition to rise, while others (such as Ladislaus Bortkiewicz, Joan Robinson and Paul Sweezy) criticised Marx's logic, claiming that even if the organic composition of capital rises, the contemporaneous increase in the rate of surplus value can prevent the rate of profit from falling. In the next section it is shown that Sraffa rejected this latter criticism and demonstrated that when the organic composition of capital increases, the maximum rate of profit will fall. If the decrease in the maximum rate of profit lasts long enough, the actual rate of profit must also fall, no matter how the rate of surplus value increases.
In section after that aims to reconstruct Sraffa's interpretation of the law. When writing his notes on Bortkiewicz, Sraffa believed that the ratio between income and capital was not affected by changes in distribution, and was equal to the ratio between direct and past labour. However this peculiar Hypothesis was soon dropped. Within this framework, Sraffa's vindication of Marx's law no longer seems defensible. This
